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CHAIRMAN'S STATEMENT

On behalf of the Board of Directors of Artel Solutions Group Holdings Limited (the “Company”), | am pleased to
present the annual report of the Company and its subsidiaries (the “Group”) for the year ended 31 December
2003, ‘

BUSINESS REVIEW

The Group's turnover for 2003 was HK$2,203 million, representing an increase of 4%, as compared with HK$2,122
million for the same period last year. The slight increase was mainly attributable to the impact resulted from
the occurrence of the SARS epidemic during the year. The net profit for the year decreased from HK$66 million
to HK$50 million as the rebate from Intel remained low.

Distribution of Intel Products

The year of 2003 was a challenging year for the computer component distribution business due to the outbreak
of SARS and the low Intel rebate. After the spread of SARS was under control, fierce competition among
distributors caused the drop in selling prices. As a resuit of the decrease in Intel rebate and selling prices, the
Group’s gross profit margin dropped from 5.7% to 4.2%.

For the past few years, sales of Intel products contributed more than 95% of total turnover and recorded
robust growth annually. In order to reduce the reliance on Intel product lines and in light of the growing
digital home market, the Group has strategically planned to diversify to the distribution of thin film transistor
liquid crystal display (“LCD") products that command higher profit margins.

During the year under review, distribution of Intel products was still the Group’s core business, contributing
around 90% of total turnover. The Group believes that profit margins of Intel products bottomed in 2003 and
will be improved in 2004 with Intel's new sales rebate policy for distributors globally.

Distribution of LCD Monitors

The cooperation with Chi Mei Corporation (“Chi Mei”) is another milestone since the establishment of the
Group. After entering into agreement with Chi Mei, the distribution business is divided into two major areas:
Intel products and Chi Mei’s LCD products.

The Group has commenced to distribute Chi Mei’s LCD monitors in China since March last year. This strategic
move could further utilize the existing personal computer (“PC") component distribution channels including
Genuine Intel Dealers, system integrators and PC original equipment manufacturers (“OEMs”).

Despite the outbreak of SARS epidemic in the second quarter, the LCD monitor revenue was still growing
rapidly in 2003, thanks to the replacement cycle of PCs, rising bundling rate and price cut of LCD monitors.

3
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CHAIRMAN'S STATEMENT

PROSPECTS

Looking forward, distribution of Intel products will remain the major source of profit contribution for the
Group, particularly Intel boxed central processing units (“CPUs"). Given the stable growth of PC demand in the
Mainland and Intel’s role as a major player in the CPU market, the Group continues to be optimistic about the
demand for Intel CPU.

Sunrise Industry
The year of 2003 was a fruitful year for the LCD products market, driven by strong demand for LCD monitors.
With robust PC-driven demand, the sales of LCD monitors are expected to surge continuously in 2004. Global
sales of LCD monitors will rise 48% to 71 million units in 2004, surpassing cathode-ray tube (“CRT") monitors
for the first time.

In China, the shipments of LCD monitors rose 99.3% to 2.2 million units last year. In the next 5 years, the
compound annual growth rate is expected to record 41.5%.

The replacement of CRT monitors should continue to be the growth driver boosting the Group’s revenue and
profit in the next few years, given the low penetration rate in the Mainland and continue price cut on LCD
monitors.

There is no doubt that LCD TV is the fastest growing segment of LCD products market and more LCD TVs will
be produced at the new fifth-generation and next-generation lines. The penetration rate of LCD TV will be
determined by the adoption speed of digital broadcasting, the availability of digital TV programmes and the
affordability of consumers.

Mainland shipments of LCD TVs are expected to reach 752,000 units by 2007 from 87,000 in 2003, representing
a 71% compound annual growth rate according to iSuppli/Standford Resources. Nevertheless, CRT TV would
continue to dominate the price-sensitive Mainfand market in the coming years. While the Mainland LCD TV
market has not yet been kicked off, PC makers, TV makers and other consumer electronics makers are positioning
themselves for the explosive growth of demand in the Chinese flat-panel market. ‘

China, a global production base for TVs, is forecasted to manufacture a total of 58 million sets in 2004, up 7.4%
from 2003. Traditional CRT TVs now account for nearly all of China’s production, of which around 40% of total
production is for export. In view of the enormous potential in LCD TV market, the large scale domestic makers
are investing heavily in flat-panel technology, especially LCD, in order to capitalize on the projected growth in
global demand. However, domestic companies still lack the technology know-how on LCD TV panel and rely
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CHAIRMAN'S STATEMENT

on foreign makers to supply panels for assembling LCD TVs. Amongst panel suppliers, South Korea and
Taiwanese makers supply most of the world’s LCD panels. Chinese companies use the panels in making flat-
panel televisions and computer monitors, taking advantage of low-labour costs in the Mainland.

Currently, China has more than 100 miilion cable TV subscribers and 300 million TV sets. The digital broadcasting
of the 2008 Beijing Olympic TV programs will speed up the replacement of CRT TV with flat-panel TV. Besides,
price is another determining factor. Meanwhile, the price of LCD TVs are expected to have negative compound
annual growth rate of 15%-24% because of lowering LCD panel production costs and intensifying competition.

In view of the potential robust demand for LCD TV and LCD panel in China, the Group successfully obtained
the distribution right of LCD TVs and LCD panels in the Mainland and Hong Kong from Chi Mei in the fourth
quarter of 2003 and the first quarter of 2004, respectively. It brings synergies for future business development.
The Group not only further expands LCD product distribution business in LCD TV products but also diversifies
into another surging market - consumer electronics OEM channel.

As our vendor, Chi Mei is one of the major panel suppliers in the world and OEM for many famous LCD TV
makers in Japan and South Korea. The limited suppliers in the LCD panel industry as well as our vendor’s
strength in leading edge technologies and highly vertical integrated production could lead the Group to
leverage demand from Mainland LCD TV assemblers

Being the distributor of Intel CPUs and Chi Mei’s LCD products, the Group would benefit from the new era of
digitalization.

Dividend
The Board do not recommend the payment of a final dividend for the year ended 31 December 2003.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to take this opportunity to extend my gratitude to all my fellow directors
and staff for their valuable commitment and hard work. | would like also to express my sincere thanks to our
business partners for their supports in the past years.

Yu Pen Hung
Chairman

Hong Kong, 26 April 2004
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MANAGEMENT DISCUSSION AND ANALYSIS

Operations Review

Working against the challenging year of 2003 with the outbreak of SARS epidemic, the Group managed to
achieve a profit after taxation of approximately HK$50 million for year 2003, representing a decrease of 24%
from HK$66 million of last year.

During the year under review, the Group's turnover was HK$2,203 million (2002: HK$2,122 million) representing
a slight increase of 4% over last year. Turnover from the PRC market in 2003 was about 46% (2002: 29%) of
total turnover. The increase was mainly due to the Group continues to expand its distribution and logistic
networks in the PRC.

Gross profit was HK$93 million for year 2003 (2002: HKS 120 million) representing a decrease of 23% over last
year as the low rebate from Intel.

Finance costs for 2003 increased to HK$15 million from HK$10 million of year 2002 mainly due to the increase
in bank loan interests. However, operating costs for 2003 reduced to HK$38 million from HK$39 million of year
2002.

Liquidity and Financial Resources

The Group had total cash and bank balances (including pledged bank deposits) of approximately HK$148
million as at 31 December 2003 (2002: HK$242million). Balance of short-term bank borrowings and overdrafts
was approximately HK$324 million as at 31 December 2003 (2002:HK$425million). The short-term bank
borrowings were applied to finance the purchase of inventory of the Group. The gearing ratio of the Group as
at 31 December 2003 calculated as a ratio of total bank loans to total assets was 35% (2002:36%). Net assets
were approximately HK$426 million as at 31 December 2003 (2002:HKS$385 million).

The Group recorded total current asset value of approximately HK$923 million as at 31 December 2003 (2002:
HK$1,185 million) and total current liability value of approximately HK$500 million (2002:HK$803 million). The
current ratio of the Group, calculated by dividing the total current asset value by the total current liability
value, improved to 1.9 as at 31 December 2003 (2002:1.5).

The Group had inventory of approximately HK$332 million as at 31 December 2003 (2002:HK$632 million)
representing a decrease of 48% from last year.

The Group recorded an increase in shareholders’ funds from approximately HK$385 million as at 31 December
2002 to approximately HK$426 million as at 31 December 2003.

Treasury Policies

The Group generally finances its operations with internally generated resources and banking facilities provided
by banks in Hong Kong. The banking facilities are mainly trust receipt loans and invoice finance of tenor up to
120 days from the invoice date. The bank interest rates are mainly fixed by reference to either the Hong Kong
Prime rate or the Hong Kong Interbank Borrowing rate for Hong Kong dollar loans and by reference to Singapore
or London Interbank Borrowing rate for United States dollar loans.
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MANAGEMENT DISCUSSION AND ANALYSIS

Bank deposits of the Group are either in Hong Kong dollars or United States dollars.

Transactions of the Group are mainly denominated either in Hong Kong or United States dollars. The risk of
exposure to fluctuations in exchange rates is therefore low. The Group did not do any hedging for the foreign
currency transactions during the year.

Use of Net Proceeds from Initial Public Offering

The proceeds from the initial public offering after netting off related expenses, were approximately HK$179
million. As at 31 December 2003, approximately HK$110 million of the net proceeds had been applied by the
Group as general working capital. Approximately another HK$3 million were applied to the development and
expansion of the Group’s distribution and logistics network in the PRC. The remaining net proceeds were
placed as fixed deposits with well-known banks in Hong Kong.

Charges on Assets

In accordance with the terms of the distribution agreements entered into between the Group and a major
supplier, the Group has granted the major supplier a security interest in the inventories supplied and in any
proceeds (including accounts receivable) as security for any outstanding amount due by the Group. In addition,
certain bank deposits of the Group were pledged to its bankers to secure certain banking facilities granted to
the Group.

Investments
The Group did not hold any significant investments nor had any major capital expenditure during the year.

Contingent Liabilities
As at 31 December 2003, the Group did not have any significant contingent liabilities.

Employees
As at 31 December 2003, the Group had 80 full time employees.

The Group remunerated its employees mainly based on the industry practice, individual's performance and
experience. Apart from the basic remuneration, discretionary bonus and share option may be granted to
eligible employees by reference to the Group’s performance as well as individual’s performance. Other benefits
include medical and retirement schemes.

Audit Committee

The Company established an audit committee (the "Committee”) on 29 August 2002. The Group’s financial
statements for the year ended 31 December 2003 have been reviewed by the Committee. The principal activities
of the Committee include the review and supervision of the Group’s financial reporting process and internal
controls.

/
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Yu Pen Hung, aged 41, is the founder of the Group and the chairman and chief executive officer of the
Company. Before founding the Group in 1995, Mr.Yu was engaged in the distribution of computer components
in Taiwan. Mr.Yu has been engaged in the distribution business of computer components for around 14 years
in Taiwan, PRC and Hong Kong. Mr. Yu is responsible for the overall management and strategic planning of the
Group.

Mr. Yu Chi Ming, Frederick, aged 47, is the chief operating officer of the Group who is mainly responsible for
supervising e-enabling solutions integration projects, establishing strategic alliances, operation and investors
relationship for the Group. Mr. Yu holds a bachelor degree in business administration from the Chinese University
of Hong Kong and has over 13 years of corporate banking experience and held senior positions in various
international banks in Hong Kong. After leaving the banking field, Mr.Yu had served as the general manager of
a system integration company and a major distributor of international branded networking products in the
PRC for 4 years. Mr. Yu joined the Group in August 2000.

Mr. Yen Chung Chuan, aged 47, is an executive director of the Group. Mr.Yen is responsible for the corporate
development and administration of the Group. Mr. Yen holds a bachelor degree in accounting from the Tung
Hai University of Taiwan. Mr.Yen has over 18 years of experience in a number of technology and manufacturing

companies in Taiwan. Mr. Yen joined the Group in February 2003.

NON-EXECUTIVE DIRECTORS

Dr. Liu James Juh, aged 55, is the chairman and chief executive officer of Base Technology Group Inc. Dr. Liu is
one of the international board members of international association of science park headquarter in Malaga,
Spain, one of the listing committee members of the Growth Enterprise Market of the Stock Exchange, one of
the vetting committee members (general support fund) of Innovation and Technology Fund in Hong Kong, the
Chairman of Research Grants Council Cooperation Research Centres Sub-Committee in Hong Kong. Dr. Liu is
also the visiting scholar of Cambridge University, the United Kingdom. Dir. Liu holds a doctor of philosophy
degree from Syracuse University of the United States of America (“U.S.A.”). Dr. Liu was appointed as an
independent non-executive director on 1 June 2001.

Ms. Hu Gin Ing, aged 45, is the chief executive officer of etKING Media Technology Ltd. and a director of
Taiwan Business Association (HK) Ltd. Ms. Hu holds a bachelor degree from National Taiwan University, majoring
in foreign language, a master degree in sciences from Barry University, U.S.A. and a master degree in business
administration from Florida International University, U.S.A. Ms. Hu is a fellow member of the American Institute
of Certified Public Accountants in the State of Maryland, U.S.A. and an associate member of the Hong Kong
Society of Accountants. Ms. Hu is also a certified accountant in U.S.A. and has over nine years of experience in
accounting and finance. Ms. Hu was appointed as an independent non-executive director on 1 June 2001.
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SENIOR MANAGEMENT

Ms. Chen Lee Shu, aged 45, is the general manager of the Group. Ms. Chen is responsible for the sales and
marketing activities of the Group in Hong Kong. Ms. Chen graduated from Ocean University, Taiwan. Prior to
joining the Group in May 1998, she has over 12 years of experience in sales and marketing of electronic
products.

Mr. Siu Kam Chau, aged 39, isthe chief financial officer and company secretary of the Group. He is responsible
for the overall supervision on the accounting, finance and company secretarial functions of the Group. He
holds a bachelor degree in accountancy from the City University of Hong Kong. He is a fellow of the Association
of Chartered Certified Accountants and the Hong Kong Society of Accountants. He is also a certified public
accountant. Before joining the Group, he worked as an executive director in three companies which shares are
listed on the main board or GEM board of the Stock Exchange of Hong Kong Limited. Mr. Siu joined the Group
in May 2003.

Ms Wu Li Fen, aged 32, is the director of the product marketing division of the Group and is responsible for
product and channel marketing in the PRC. Ms Wu holds a bacheior degree of foreign language majoring in
Germany from Fu Jen Catholic University, Taiwan. Prior to joining the Group in 1998, Ms. Wu had three years of
experience in planning and managing distribution channel.

9
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REPORT OF THE DIRECTORS

The directors present their annual report and the audited financial statements of the Company and its
subsidiaries (hereinafter collectively referred to as the “Group”) for the year ended 31 December 2003.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The principal activities of its subsidiaries are set out in
note 27 to the financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2003 are set out in the consolidated income statement
on page 19 of the annual report.

The directors do not recommend the payment of a dividend and propose that the profit for the year be
retained.

RESERVES

Details of movements in the reserves of the Group and of the Company during the year are set out in note 22
to the financial statements.

PLANT AND EQUIPMENT

Details of movements in the plant and equipment of the Group during the year are set out in note 14 to the
financial statements.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.
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SHARE OPTION SCHEME

Details of share option scheme of the Company are set out in note 21 to the financial statements.

As at the date of this report, the total number of securities available for issue under the existing share option
scheme is 90,905,000 shares, representing 5.7% of the issued share capital of the Company.

The fair value of the options granted in the current year totalled approximately HK$17,070,852. The following
significant assumptions were used to derive the fair values using the Black-Scholes option pricing model:

1. an expected volatility of 84.35%;
2. annual dividend rate of 2.5%; and
3. the Hong Kong Exchange Fund Notes rate for the option is 4.434% and is based on the estimated

expected life of 10 years.
No charge is recognised in the income statement in respect of the value of options granted in the year.
At 31 December 2003, the number of shares in respect of which options had been granted and remaining
outstanding under the share option scheme was 69,095,000, representing 4.3% of the shares of the Company

in issue at that date.

A summary of the movements during the year in the Company’s share options is as follows:

Outstanding Outstanding

at Granted Exercised at

1 January during during 31 December

2003 the year the year 2003

Employees - 45,370,000 - 45,370,000
Principal buyer - 12,980,000 - 12,980,000

Suppliers of services - 10,745,000 - 10,745,000

Total - 69,095,000 - 69,095,000

[N
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SHARE OPTION SCHEME (continued)

Details of options granted are as follows:

Closing price

immediately Exercise

before the price

Date of grant Exercise period date of grant per share
HKS HK$

9 October 2003 10 October 2003 - 28 August 2011 0.38 0.381

The Black-Scholes option pricing model requires the input of highly subjective assumptions, including the
volatility of share price. Because changes in subjective input assumptions can materially affect the fair value
estimate, in the directors’ opinion, the existing model does not necessarily provide a reliable single measure of
the fair value of the share options.

12
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The directors of the Company during the year and up to the date of this report were:

Executive Directors

Yu Pen Hung

Yu Chi Ming, Frederick ‘

Yen Chung Chuan (appointed on 5 February 2004)
Chen Lee Shu (resigned on 5 February 2004)

Independent Non-Executive Directors
Liu James Juh
Hu Gin Ing

In accordance with the provisions of the Company’s Articles of Association, Mr. Yu Chi Ming, Frederick and
Mr.Yen Chung Chuan will retire at the forthcoming Annual General Meeting and, being eligible, offer themselves
for re-election.

Each of the executive directors, except for Mr. Yen Chung Chuan, has entered into a service agreement with
the Company under which they are to act as executive directors for an initial term of two years commencing
from 1 September 2001 and shall continue thereafter until terminated by either party giving to the other not
less than three calendar months’ notice in writing. All executive directors may also be entitled to a management
bonus provided that the aggregate amount of the bonuses payable to all the executive directors for any
financial year of the Company may not exceed 5% of the audited consolidated or combined net profit of the
Group after taxation, minority interests and payment of such bonuses but excluding extraordinary items in
respect of that financial year of the Group.

Save as disclosed above, none of the directors being proposed for re-election at the forthcoming annual
general meeting has a service contract with the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation, other than statutory compensation.

13
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2003, the interests of the directors and chief executives and their associates in the shares,
underlying shares and debentures of the Company and its associated corporations within the meaning of the
Securities and Futures Ordinance (the “SFO") as recorded in the register maintained by the Company pursuant
to Section 352 of the SFO, or as otherwise notified to the Company and The Stock Exchange of Hong Kong
Limited pursuant to the Model Code for Securities Transactions by Directors of Listed Companies, were as

follows:
Long position

Ordinary shares of HK$0.01 each of the Company
Percentage of

the issued

Number of share capital

Name of director Capacity shares held of the Company
Mr.Yu Pen Hung Interest of controlled corporation 1,200,000,000 (note) 75%

Note: These shares are held by E-Career Investments Limited, a company incorporated in the British Virgin Islands and wholly owned by
Mr. Yu Pen Hung.

In addition to the above, a director held interests in the non-voting deferred shares of a wholly-owned subsidiary
of the Company as at 31 December 2003 as follows:

Number of non-voting
Name of subsidiary Name of director deferred shares held

Artel Industries Limited Mr.Yu Pen Hung 6,400,000 shares of HK$1 each

Other than as disclosed above and certain nominee shares in subsidiaries held by the directors in trust for the
Group, none of the directors or chief executives, or their associates, had any relevant interests or short positions
in the shares, underlying shares or debentures of the Company or any of its associated corporations as at 31
December 2003,

14
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

At no time during the year was the Company, its holding company or any of its subsidiaries a party to any
arrangement to enable the Company’s directors or chief executives or their respective spouses or children
under the age of 18 or their associates to acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contracts of significance to which the Company, its holding company or any of its subsidiaries was a party
and in which a director of the Company had a material interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2003, the register of substantial shareholders maintained by the Company pursuant to
Section 336 of the SFO shows that, in addition to those interests as disclosed above in respect of the directors,
the following shareholders had notified the Company of relevant interests in 5% or more of the issued share
capital of the Company:

Approximate
Name Number of shares held percentage of holding

E-Career Investments Limited (note) 1,200,000,000 75%

Note: The entire issued share capital of E-Career Investments Limited is beneficially owned by Mr.Yu Pen Hung. Both E-Career Investments
Limited and Mr.Yu Pen Hung are therefore deemed to have the duplicate interests in the 1,200,000,000 shares of the Company.

Other than as disclosed above, the Company has not been notified of any other relevant interests or short
positions in the issued share capital of the Company as at 31 December 2003.

MAJOR CUSTOMERS AND SUPPLIERS

During the year, the five largest customers of the Group accounted for about 50% of the total turnover of the
Group and the largest customer accounted for about 26% of the total turnover.

The five largest suppliers of the Group in aggregate accounted for about 100% of its purchases for the year.
Purchases from the largest supplier accounted for about 84% of its purchases.

15
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None of the directors, their respective associates, or any shareholders (which to the knowledge of the directors
own more than 5% of the Company’s share capital) has any interest in any of the five largest customers and the
five largest suppliers of the Group for the financial year ended 31 December 2003.

All transactions between the Group and its customers were carried out on normal commercial terms.

PRE-EMPTIVE RIGHTS

There are no provision for pre-emptive rights under the Company’s Articles of Association, or the laws of the
Cayman Islands, which would oblige the Company to offer new shares on pro-rata basis to existing shareholders.

RETIREMENT BENEFIT SCHEMES

Details of the retirement benefit schemes maintained by the Group are-set out in note 26 to the financial

statements.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the directors of the Company is interested in any business apart from the Group’s business, which
competes or is likely to compete either directly or indirectly with business of the Group.

CORPORATE GOVERNANCE

The Company has complied throughout the year ended 31 December 2003 with the Code of Best Practice as
set out in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited.

AUDITORS

A resolution will be submitted to the annual general meeting to re-appoint Messrs. Deloitte Touche Tohmatsu
as auditors of the Company.

On behalf of the Board

Yu Pen Hung
Chairman

Hong Kong, 26 April 2004
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B2 RO BEENI

Certified Public Accountants EBDBTHEM R H
26/F, Wing On Centre REDIN261E DE'Oltte
111 Connaught Road Central

Hong Kong TO“Che

Tohmatsu
TO THE MEMBERS OF ARTEL SOLUTIONS GROUP HOLDINGS LIMITED

(incorporated in the Cayman Islands with limited liability)

We have audited the financial statements on pages 19 to 51 which have been prepared in accordance with
accounting principles generally accepted in Hong Kong.

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND AUDITORS

The directors are responsible for the preparation of financial statements which give a true and fair view. In
preparing financial statements which give a true and fair view it is fundamenta!l that appropriate accounting
policies are selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on those financial statements and
to report our opinion solely to you, as a body, and for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the contents of this report.

BASIS OF OPINION

We conducted our audit in accordance with Statements of Auditing Standards issued by the Hong Kong
Society of Accountants. An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures in the financial statements. It also includes an assessment of the significant estimates and
judgments made by the directors in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the circumstances of the Company and of the Group, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance as to whether the
financial statements are free from material misstatement. In forming our opinion we also evaluated the overall
adequacy of the presentation of information in the financial statements. We believe that our audit provides a
reasonable basis for our opinion.
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OPINION

In our opinion the financial statements give a true and fair view of the state of affairs of the Company and of
the Group as at 31 December 2003 and of the profit and cash flows of the Group for the year then ended and
have been properly prepared in accordance with the disclosure requirements of the Hong Kong Companies

Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong, 26 April 2004
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CONSOLIDATED INCOME STATEMENT

FORTHE YEAR ENDED 31 DECEMBER 2003

2003 2002
NOTES HK$'000 HK$'000
Turnover 4 2,202,933 2,122,190
Cost of sales 6 (2,110,412) (2,002,008)
Gross profit 92,521 120,182
Other operating income 7 13,137 4,963
Distribution costs (8,690) (8,363)
Administrative expenses (29,199) (30,508)
Profit from operations 8 67,769 86,274
Finance costs 10 {14,940) (10,403)
Profit before taxation 52,829 75,871
Taxation 11 (2,549) (9,868)
Net profit for the year 50,280 66,003
Dividends 12 - 20,800
Earnings per share (HK cents) 13
- Basic 3.1 4.1
- Diluted 3.1 N/A
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CONSOLIDATED BALANCE SHEET

AT 31 DECEMBER 2003

2003 2002
NOTES HK$'000 HK$000
Non-current asset
Plant and equipment 14 2,672 2,718
Current assets
Inventories 16 331,924 632,178
Trade receivables, prepayments and deposits 17 435,221 305,721
Taxation recoverable 8,408 4,955
Pledged bank deposits 23 65,999 120,060
Bank balances and cash 81,561 122,036
923,113 1,184,950
Current liabilities
Trade payables, sales deposits and accrued charges 18 175,484 377,655
Bank overdrafts and short-term bank borrowings 19 324,470 424,862
499,954 802,517
Net current assets 423,159 382,433
Total net assets 425,831 385,151
Capital and reserves
Share capital 20 16,000 16,000
Reserves 22 409,831 369,151
Shareholders'funds 425,831 385,151

Mr. Yu Pen Hung Mr. Yu Chi Ming, Frederick
DIRECTOR DIRECTOR

20

ANNUAL REPORT 2003




BALANCE SHEET

AT 31 DECEMBER 2003

2003 2002
NOTES HK$’000 HK$'000
Non-current asset
Investment in a subsidiary 15 112,569 112,569
Current assets
Other receivables 23 3
Amounts due from subsidiaries 138,000 138,017
Bank balances 208 205
138,231 138,225
Current liability
Taxation payable - 1
Net current assets 138,231 138,224
Total net assets 250,800 250,793
Capital and reserves
Share capital 20 16,000 16,000
Reserves 22 234,800 234,793
Shareholders’ funds 250,800 250,793

Mr. Yu Pen Hung Mr. Yu Chi Ming, Frederick
DIRECTOR DIRECTOR
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2003

Share Share Special Accumulated
capital premium reserve profits Total
HK$'000 HK$'000 HK$'000 HKS'000 HK$000
At 1 January 2002 16,000 165,557 9,370 171,421 362,348
2001 final dividend paid - (32,000 - - (32,000)
2002 interim dividend paid ~ (11,200) - - (11,200)
Net profit for the year - - - 66,003 66,003
At 31 December 2002 and
1 January 2003 16,000 122,357 9,370 237,424 385,151
2002 final dividend paid - - - (9,600) (9,600)
Net profit for the year - - - 50,280 50,280
At 31 December 2003 16,000 122,357 9,370 278,104 425,831

22

ANNUAL REPORT 2003




CONSOLIDATED CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2003

2003 2002
HK$'000 HK$'000
OPERATING ACTIVITIES
Profit before taxation 52,829 75,871
Adjustments for:
Interest expenses 11,777 7,237
Interest income (1,283) (2,600)
Depreciation 935 770
Gain on disposal of plant and equipment (13) (3)
Operating cash flows before movements in working capital 64,245 81,275
Decrease (increase) in inventories 300,254 (379,594)
Increase in trade receivables, prepayments and deposits (129,500) (96,730)
(Decrease) increase in trade payables, sales deposits and accrued charges (202,171) 213,521
Cash generated from (used in) operations 32,828 (181,528)
Hong Kong Profits Tax paid (6,002) (28,688)
Interest paid (11,777) (7,237)
NET CASH GENERATED FROM (USED IN) OPERATING ACTIVITIES 15,049 (217,453)
INVESTING ACTIVITIES
Proceeds on disposal of plant and equipment 71 31
Purchase of plant and equipment (947) (1,761)
Interest received 1,283 2,600
Release of (increase in) bank deposits pledged 54,061 (60,257)
NET CASH GENERATED FROM (USED IN) INVESTING ACTIVITIES 54,468 (58,787)
FINANCING ACTIVITIES
Dividends paid (9,600) {43,200)
Net (decrease) increase in bank borrowings (100,160) 333,838
NET CASH (USED IN) GENERATED FROM FINANCING ACTIVITIES {109,760) 290,638
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (40,243) 14,398
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 121,804 107,406
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 81,561 121,804
ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS
Bank balances and cash 81,561 122,036
Bank overdrafts - (232)
81,561 121,804
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

1.

GENERAL

The Company was incorporated in the Cayman Islands on 5 December 2000 as an exempted company with
limited liability under the Companies Law (2001 Second Revision) Chapter 22 of the Cayman Islands.

The shares of the Company have been listed on The Stock Exchange of Hong Kong Limited (the“Stock Exchange”)
since 24 October 2001.

The Company is an investment holding company and the principal activities of the Group are the trading of
computer components and the provision of e-enabling solutions and technical services.

ADOPTION OF HONG KONG FINANCIAL REPORTING STANDARD

In the current year, the Group has adopted, for the first time, the following Hong Kong Financial Reporting
Standard (“HKFRS”) issued by the Hong Kong Society of Accountants ("HKSA”), the term of HKFRS is inclusive of
Statements of Standard Accounting Practice (“SSAP”s) and Interpretations approved by the HKSA:

SSAP 12 (Revised) Income Taxes

Income Taxes

The principal effect of the implementation of SSAP 12 (Revised) is in relation to deferred tax. In previous years,
partial provision was made for deferred tax using the income statement liability method, i.e. a liability was
recognised in respect of timing differences arising, except where those timing differences were not expected to
reverse in the foreseeable future. SSAP 12 (Revised) requires the adoption of a balance sheet liability method,
whereby deferred tax is recognised in respect of all temporary differences between the carrying amounts of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, with limited exceptions.The adoption of this standard has had no material effect on the results
for the current or prior accounting periods. Accordingly, no prior period adjustment has been required.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

3.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention and in accordance with
accounting principles generally accepted in Hong Kong.The principal accounting policies adopted are as follows:

Basis of consolidation
The consolidated financial statements incorporate the financial statements of the Company and its subsidiaries
made up to 31 December each year.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income
statement from the effective date of acquisition or up to the effective date of disposal, as appropriate.

Investments in subsidiaries
Investments in subsidiaries are included in the Company's balance sheet at cost less any identified impairment

loss.

Revenue recognition
Sales of goods are recognised when goods are delivered and title has passed.

Agency fee income is recognised when the service is provided.

Interest income from bank deposits is accrued on a time basis, by reference to the principal outstanding and at
the interest rate applicable.

Dividend income from investments is recognised when the shareholders' rights to receive payment have been
established.

Leases
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and

rewards of ownership to the Company. All other leases are classified as operating leases.

Rentals payable under operating leases are charged to income statement on a straight-line basis over the term
of the relevant leases.

ANNUAL REPCR

25

T 2003



26

NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2003

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Plant and equipment
Plant and equipment are stated at cost less accumulated depreciation and impairment losses.

Depreciation is provided to write off the cost of items of plant and equipment over their estimated useful lives
and after taking into account their estimated residual value, using the straight-line method, at the rate of 20%

per annum,

The gain or loss arising from disposal or retirement of an asset is determined as the difference between the sale
proceeds and the carrying amount of the asset and is recognised in the income statement.

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its assets to determine whether there is
any indication that those assets have suffered an impairment loss. If the recoverable amount of an asset is
estimated to be less than its carrying amount, the carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in prior years.

A reversal of an impairment loss is recognised as income immediately.

Inventories
Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the first-in, first-out
method.

Foreign currencies

Transactions in currencies other than Hong Kong Dollars are initially recorded at the rates prevailing on the
dates of the transactions. Monetary assets and liabilities denominated in such currencies are retranslated at the
rates prevailing on the balance sheet date. Gains and losses arising on exchange are dealt with in the income
statement.

On consolidation, the assets and liabilities of the Group's overseas operations are translated at exchange rates
prevailing on the balance sheet date.Income and expense items are translated at the average exchange rates
for the year.Exchange differences arising, if any, are classified as equity and transferred to the Group's translation
reserve and are recognised as income or as expense in the year in which the operation is disposed of.
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2003

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the period.Taxable profit differs from net profit as reported
in the income statement because it excludes items of income or expense that are taxable or deductible in other
periods and it further excludes items that are never taxable or deductible. The Group’s liability for current tax is
calculated using tax rates that have beén enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amount of
assets and liabilities in the financial statements and the corresponding tax bases used in the computation of
taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally
recognised for all taxable temporary differences, and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which deductible temporary differences can be utilised.
Such assets and liabilities are not recognised if the temporary difference arises from goodwill (or negative
goodwill) or from the initial recognition (other than in a business combination) of other assets and liabilities in
a transaction that affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxabie temporary differences arising on investments in subsidiaries,
except where the Group is able to control the reversal of the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable future,

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable profit will be available to allow all or part of the asset to be
recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or
the asset is realised. Deferred tax is charged or credited to the income statement, except when it relates to
items charged or credited directly to equity, in which case the deferred tax is also dealt with in equity.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Retirement benefit costs

The retirement benefit costs charged to the income statement represent the contributions payable in respect
of the current year to the Group’s defined contribution retirement benefit schemes in Hong Kong and retirement

plans in other jurisdictions for its employees.

4. TURNOVER

Turnover represents the amounts received and receivable for goods sold and services provided to outside

customers, less trade discounts and returns, during the year.

The Group's turnover for the year analysed by principal activity are as follows:

2003 2002
HK$'000 HK$'000

Turnover by principal activity:
Distribution of computer components and information technology products 2,101,947 2,043,011
Provision of integrated e-enabling solutions 100,986 79,179
2,202,933 2,122,190

5. BUSINESS AND GEOGRAPHICAL SEGMENTS

Business segments

For management purposes, the Group is currently organised into two operating divisions as follows:

- Distribution of computer components and information technology products

- Provision of integrated e-enabling solutions
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

5. BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Segment information about these businesses is set out as follows:

For the year ended 31 December 2003

Distribution

of computer
components  Provision of
and information integrated
technology e-enabling
products solutions Consolidated
HK$'000 HK$'000 HK$'000
TURNOVER
External sales 2,101,947 100,986 2,202,933
RESULT
Segment result 43,575 14,321 57,896
Other operating income 13,137
Unallocated corporate expenses (3,264)
Profit from operations 67,769
Finance costs (14,940)
Profit before taxation 52,829
Taxation (2,549)
Profit attributable to shareholders 50,280
At 31 December 2003
Assets
Segment assets 740,233 25,764 765,997
Unallocated corporate assets 151,380
Consolidated total assets 917,377
Liabilities
Segment liabilities 165,671 4,514 170,185
Unallocated corporate liabilities 329,769
Consolidated total liabilities 499,954
OTHER INFORMATION
Capital additions 947 947
Depreciation 926 935
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 371 DECEMBER 2003

5.

BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)
For the year ended 31 December 2002

Distribution

of computer
componhents Provision of
and information integrated
technology e-enabling
products solutions Consolidated
HKS'000 HK$'000 HK$'000
TURNOVER
External sales 2,043,011 79,179 2,122,190
RESULT
Segment result 71,572 12,150 83,722
Other operating income 4,963
Unallocated corporate expenses (2411)
Profit from operations 86,274
Finance costs (10,403)
Profit before taxation 75,871
Taxation (9,868)
Profit attributable to shareholders 66,003
At 31 December 2002
Assets
Segment assets 868,005 64,710 932,715
Unallocated corporate assets 249,998
Consolidated total assets 1,182,713
Liabilities
Segment liabilities 341,688 29,438 371,126
Unallocated corporate liabilities 431,391
Consolidated total liabilities 802,517
OTHER INFORMATION
Capital additions 1,153 8 1,161
Depreciation 761 9 770
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

5.

BUSINESS AND GEOGRAPHICAL SEGMENTS (continued)

Geographical segments

The Group’s operations are substantially focated in Hong Kong and the People’s Republic of China (the “PRC")

throughout the year. An analysis of the Group’s sales by geographical market is set out as follows:

2003 2002
HK$'000 HK$'000
Turnover by geographical market
PRC 1,020,999 610,040
Hong Kong 1,181,934 1,512,150
2,202,933 2,122,190
Contribution to gross profit by geographical market
PRC 52,374 46,746
Hong Kong 40,147 73,436
92,521 120,182
Carrying amount of segment assets analysed by location of assets
PRC 485,740 387,424
Hong Kong 431,637 795,289
917,377 1,182,713
Additions to plant and equipment analysed by location of assets
PRC - 1
Hong Kong 947 1,120
947 1,161
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

6. COST OF SALES

2003 2002
HK$'000 HK$'000
Cost of sales comprises
Cost of goods sold 2,196,802 2,067,705
Rebates (86,390) (65,697)
2,110,412 2,002,008
7. OTHER OPERATING INCOME

2003 2002

HK$'000 HK$'000

Agency fee income 9,800 -
Gain on disposal of plant and equipment 13 3
Interest on bank deposits 1,283 2,600
Sundry income 2,041 2,360
13,137 4,963
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 371 DECEMBER 2003

8. PROFIT FROM OPERATIONS

Profit from operations has been arrived at after charging:

2003 2002
HK$’000 HK$'000
Auditors' remuneration 730 730
Depreciation of plant and equipment 935 770
Operating lease rentals in respect of rented premises 3,905 3,039
Staff costs
Directors' remuneration
—fees 480 480
~ other emoluments 6,125 8,360
~ retirement benefit scheme contributions 35 36
6,640 8,876
Staff costs excluding directors’ remuneration 15,135 14,702
Retirement benefit scheme contributions, excluding
amounts included in directors’ remuneration 273 193
15,408 14,895
Total staff costs 22,048 23,771
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

9. DIRECTORS’' AND EMPLOYEES' EMOLUMENTS

Directors’emoluments

2003 2002
HKS$'000 HK$000
Fees

Executive directors - -
Independent non-executive directors 480 480
480 480

Other emoluments (executive directors)
Salaries and other benefits (note) 6,125 4,944
Bonus - 3,416
Retirement benefit scheme contributions 35 36
6,160 8,396
Total emoluments 6,640 8,876

Note:  The directors’ salaries and other benefits include the operating lease rentals amounting to HK$800,000 (2002: HK$579,000) in
respect of rented premises provided to a director.The amounts are also included in the operating lease rentals in respect of rented

premises under note 8 above.
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2003

9.

DIRECTORS’ AND EMPLOYEES' EMOLUMENTS (continued)

The emoluments of directors were within the following bands:

Number of directors

2003 2002
Up to HK$ 1,000,000 2 3
HK$1,000,001 to HK$1,500,000 1 -
HK$1,500,001 to HK$2,000,000 1 -
HK$2,000,001 to HK$2,500,000 - 2
HK$2,500,001 to HK$3,000,000 1 -
HK$3,500,001 to HK$4,000,000 - 1

5 6

Employees’ emoluments
During the year, the five highest paid individuals included three (2002: three) directors, details of whose
emoluments are set out above, The emoluments of the remaining two (2002: two) highest paid individuals are

as follows:
2003 2002
HK$’000 HK$'000
Salaries and other benefits 1,942 1,426
Retirement benefit scheme contributions 19 15
1,961 1,441

The emoluments of the remaining two (2002:two) highest paid individuals are within the following bands:

Number of employees
2003 2002

Up to HK$1,000,000 2 2
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FOR THE YEAR ENDED 31 DECEMBER 2003
10. FINANCE COSTS
2003 2002
HK$’000 HK$'000
Interest on bank overdrafts and short-term bank
borrowings wholly repayable within five years 11,777 7,237
Bank charges 3,163 3,166
14,940 10,403
11. TAXATION
2003 2002
HK$'000 HK$'000
Hong Kong Profits Tax
Current year 2,314 11,540
Under(over)provision in previous years 235 (1,672)
Taxation attributable to the Company and its subsidiaries 2,549 9,868

Hong Kong Profits Tax is calculated at 17.5% (2002: 16%) of the estimated assessable profit for the year.

No provision for taxation has been made in respect of the Company’s subsidiaries operating in other jurisdictions

as they did not have assessable profits for both years.
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2003

11. TAXATION (continued)

The charge for the year can be reconciled to the profit per the consolidated income statement as follows:

2003 2002

HK$'000 HK$'000

Profit before tax 52,829 75,871
Tax at Hong Kong Profits Tax rate of 17.5% (2002: 16%) 9,245 12,139
Tax effect of non-deductible expenses 88 8
Tax effect of exempted offshore profits (7,450) -
Tax effect of non-taxable income (40) (148)
Tax effect of utilisation of tax losses not previously recognised - (10)
Tax effect of tax losses not recognised 368 310
Under (over) provision in previous years 235 (1,672)
Effect of different tax rates of subsidiaries operating in other jurisdictions 15 7
Others 88 (766)
Tax charge for the year 2,549 9,868

At the balance sheet date, the Group had unused tax losses of approximately HK$4,546,000 (2002: HK$2,921,000)
available for offset against future profits. No deferred tax asset has been recognised due to the unpredictability
of future profit streams of relevant subsidiaries.The unrecognised tax losses may be carried forward indefinitely
except the losses of HK$2,170,000 (2002: HK$ 1,554,000} which will expire as follows:

Year of expiry 2003 2002
HK$'000 HKS$'000

2005 351 351
2006 ' 496 496
2007 707 707
2008 616 -
2,170 1,554

At the balance sheet date, there were no other significant temporary differences.
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2003

12. DIVIDENDS

2003 2002
HK$'000 HK$'000
Interim dividend - 11,200
Final dividend proposed - 9,600
- 20,800

Notes:
(a) No dividend for 2003 has been paid or declared by the Company during the year.The directors do not recommend the payment of

a final dividend.

(b) In respect of the year ended 31 December 2002, an interim dividend at HK$0.007 per share was paid and a final dividend at

HK$0.006 per share was proposed.

13. EARNINGS PER SHARE

The calculation of the basic earnings per share for the year is based on the net profit for the year of HK$50,280,000

(2002: HKS66,003,000) and on the 1,600,000,000 shares in issue.

The calculation of the diluted earnings per share is based on the net profit for the year of HK$50,280,000 and on
the weighted average of 1,602,729,443 shares in issue and issuable on the assumption that the outstanding

options are exercised on the date on which they are granted.
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2003

14. PLANT AND EQUIPMENT

Furniture,
fixtures and Motor
equipment vehicles Total
HKS$'000 HK$'000 HK$'000

THE GROUP
COsT
At 1 January 2003 2,715 1,734 4,449
Additions 317 630 947
Disposals (85) - (85)
At 31 December 2003 2,947 2,364 531
DEPRECIATION
At 1 January 2003 1,084 647 1,731
Provided for the year 510 425 935
Eliminated on disposals (27) - (27)
At 31 December 2003 1,567 1,072 2,639
NET BOOK VALUES
At 31 December 2003 1,380 1,292 2,672
At 31 December 2002 1,631 1,087 2,718

The Company did not have any plant and equipment during the year and at the balance sheet date.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

15. INVESTMENT IN A SUBSIDIARY

THE COMPANY
2003 & 2002
HK$'000

Unlisted shares 112,569

The carrying value of the unlisted shares is based on the fair values of the underlying net assets of the subsidiaries
at the time they became members of the Group under the group reorganisation of the Group in August 2001.

Particulars of the Company’s subsidiaries at 31 December 2003 are set out in note 27.

16. INVENTORIES

THE GROUP
2003 2002
HK$'000 HKS'000
Finished goods 331,924 632,178

All inventories are carried at cost at the balance sheet date.
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NOTES TO THE FINANCIAL STATEMENTS

FORTHE YEAR ENDED 31 DECEMBER 2003

17.

18.

TRADE RECEIVABLES, PREPAYMENTS AND DEPOSITS

The credit terms of the Group range from 30 to 180 days.The aged analysis of trade receivables at the reporting

date is as follows:

2003 2002

HKS$’000 HKS$'000
Aged
0 to 30 days 119,229 61,373
31 to 60 days 55,403 90,301
61 to 90 days 69,436 117,300
91 to 180 days 177,608 20,100
Total trade receivables 421,676 289,074
Prepayments, deposits and other receivables 13,545 16,647

435,221 305,721
TRADE PAYABLES, SALES DEPOSITS AND ACCRUED CHARGES
The aged analysis of trade payables at the reporting date is as follows:

2003 2002

HK$'000 HK$'000
Aged
0 to 30 days 164,441 360,883
31 to 60 days - 4,871
61 to 90 days - 3172
91 to 120 days - 15
Total trade payables 164,441 368,941
Sales deposits 5,744 2,186
Accrued charges 5,299 6,528

175,484 377,655
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

19.

20.

42

BANK OVERDRAFTS AND SHORT-TERM BANK BORROWINGS

2003 2002
HK$'000 HKS$'000
Bank overdrafts, unsecured - 232
Short-term bank borrowings
- secured 256,067 424,630
- unsecured 68,403 -
324,470 424,862
SHARE CAPITAL
No. of shares HK$'000
Shares of HK$0.01 each
Authorised
At 1 January 2002, 31 December 2002 and 31 December 2003 10,000,000,000 100,000
Issued and fully paid
At 1 January 2002, 31 December 2002 and 31 December 2003 1,600,000,000 16,000

There were no changes in the Company’s authorised, issued and fully paid share capital during the two years

ended 31 December 2003.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

21. SHARE OPTION SCHEME

The Company’s share option scheme (the“Option Scheme”) was adopted pursuant to a resolution passed on 29
August 2001 for the purpose of recognition of the contribution from directors and eligible employees of the
Group, and will expire in August 2011.Under the Option Scheme, the board of directors of the Company may
grant options to eligible employees, including directors of the Company and its subsidiaries, to subscribe for
shares in the Company.

Subject to the condition that the total number of shares which may be issued upon the exercise of all outstanding
options granted and yet to be exercised under the Option Scheme and any other schemes of the Company
must not exceed 30% of the shares of the Company in issue from time to time, the total number of shares in
respect of which options may be granted under the Option Scheme, when aggregated with any shares subject
to any other schemes is not permitted to exceed 10% of the issued share capital of the Company immediately
upon the listing of the shares on the Stock Exchange, without prior approval from the Company’s shareholders.
The number of shares in respect of which options may be granted to any individual in aggregate in any 12-month
period is not permitted to exceed 1% of the shares of the Company in issue, without prior approval from the
Company'’s shareholders.

Options granted must be taken up within 28 days of the date of grant, upon payment of HKS$1 per option.
Options may be exercised at any time from the expiry of 6 months from the date of acceptance of the share
option to such date as determined by the board of directors but in any event not exceeding 10 years.The
exercise price is determined by the directors of the Company and will not be less than the higher of the average
closing price of the shares for the five business days immediately preceding the date of grant or the closing
price of the shares on the date of grant.

As the Rules Governing the Listing of Securities on the Stock Exchange (the “Listing Rules”) relating to the share
option schemes were amended on 1 September 2001, share option can be granted under the Option Scheme
provided that the existing Listing Rules on share option schemes are complied with.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

21.

SHARE OPTION SCHEME (continued)

On 30 May 2003, the shareholders of the Company resolved to make certain amendments to the Option Scheme.
Under the amendments, the board of the directors of the Company may grant options to eligible participants
in recognition of their contribution to the Group. Eligible participants are defined as any full-time or part-time
employees of the Group (including any executive, non-executive and independent non-executive directors of
the Company or any of its subsidiaries) and any suppliers, consultants and distributors of the Group who, in the
sole discretion of the board of the directors of the Company, have contributed or may contribute to the Group.
The options granted may be exercised at any time from the business day immediately after the date of acceptance
to such date to be determined by the board of directors of the Company but in any event shall not exceed the
period of 10 years.

The following table discloses details of the Company’s share options held by employees and movements during
the year:

For the year ended 31 December 2003

Granted Exercised Outstanding at

Outstanding at during during 31 December

1 January 2003 the year the year 2003

Employees - 45,370,000 - 45,370,000

There were no options granted or exercised during the year ended 31 December 2002.

Total consideration received during the year from employees for taking up the options granted amounted to
HK$28.

The financial impact of share options granted is not recorded in the Company’s or the Group's balance sheet
until such time as the options are exercised, and no charge is recognised in the income statement in respect of
the value of options granted in the year. Upon the exercise of the share options, the resulting shares issued are
recorded by the Company as additional share capital at the nominal value of the shares, and the excess of the
exercise price per share over the nominal value of the shares is recorded by the Company in the share premium
account. Options which lapse or are cancelled prior to their exercise dates are deleted from the register of
outstanding options.
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NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 DECEMBER 2003

22, RESERVES

Share Special Accumulated
premium reserve profits Total
HK$'000 HK$'000 HK$'000 HK$'000
THE GROUP
At 1 January 2002 165,557 9,370 171,421 346,348
2001 final dividend paid {32,000) - - (32,000)
2002 interim dividend paid (11,200) - - (11,200)
Net profit for the year - - 66,003 66,003
At 31 December 2002 and 1 January 2003 122,357 9,370 237,424 369,151
2002 final dividend paid - - (9,600) {9,600)
Net profit for the year - - 50,280 50,280
At 31 December 2003 122,357 9,370 278,104 409,831
Share  Contributed Accumulated
premium surplus profits Total
HK$'000 HK$'000 HK$’000 HK$'000

THE COMPANY
At 1 January 2002 165,557 112,369 60 277,986
2001 final dividend paid {32,000) - - {32,000)
2002 interim dividend paid (11,200) - - (11,200)
Net profit for the year - - 7 7
At 31 December 2002 and 1 January 2003 122,357 112,369 67 234,793
2002 final dividend paid - - (9,600) (9,600)
Net profit for the year - - 9,607 9,607
At 31 December 2003 122,357 112,369 74 234,800
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22.

23.
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RESERVES (continued)

The contributed surplus of the Company represents the difference between the carrying amounts of the
underlying net assets of the subsidiaries at the date on which they were acquired by the Company and the
nominal amount of the Company’s shares issued under the group recrganisation of the Group in August 2001.

The special reserve of the Group represents the difference between the nominal value of the shares of the
acquired subsidiaries and the nominal value of the Company’s shares issued for the acquisition under the group

reorganisation.

The Company’s reserves available for distribution to shareholders as at 31 December 2003 represent the
aggregate of share premium, contributed surplus, accumulated profits of HK$234,800,000 (2002:
HK$234,793,000).

PLEDGE OF ASSETS

In accordance with the terms of the distribution agreement entered into between the Group and a major supplier,
the Group has granted the major supplier a security interest in the inventories supplied and in any proceeds
(including accounts receivable) as security for any outstanding amount due by the Group.The aggregate amount
of relevant assets pledged at the respective balance sheet dates is as follows:

2003 2002
HK$'000 HK$'000
Assets pledged 118,877 357,264

In addition, the Group’s bank deposits at the balance sheet date pledged to bankers to secure certain banking

facilities were as follows:

2003 2002
HK$’000 HKS'000
Bank deposits pledged 65,999 120,060
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FOR THE YEAR ENDED 31 DECEMBER 2003

24. CONTINGENT LIABILITIES

The Group had no contingent liabilities at the balance sheet date.

The Company had executed guarantees for unlimited amounts in favour of its bankers in respect of banking
facilities granted to its subsidiaries. The total amounts utilised by the subsidiaries as at 31 December 2003 were
approximately HK$324,470,000 (2002: HK$424,630,000).

25. OPERATING LEASE COMMITMENTS

At the balance sheet date, the Group had commitments for future minimum lease payments in respect of land
and buildings under non-cancellable operating leases which fall due as follows:

THE GROUP
2003 2002
HK$'000 HK$'000
Within one year 1,010 2,250
In the second to fifth year inclusive 560 361
1,570 2,611

Operating lease payments represent rentals payable by the Group for certain of its office premises and employees’
quarters. Leases are negotiated for an average of 2 years.”

The Company had no operating lease commitment at the balance sheet date.
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26. RETIREMENT BENEFIT SCHEMES

The Group operates a defined contribution Mandatory Provident Fund Scheme under the Mandatory Provident
Fund Scheme Ordinance for all qualifying employees in Hong Kong since December 2000.The assets of the
scheme are held separately from those of the Group in funds under the control of trustees.

The employees of the Group’s subsidiaries in other jurisdictions are members of state-managed retirement
benefit schemes operated by the government of the jurisdictions. The subsidiaries are required to contribute a
specified percentage of their payroll costs to the retirement benefit schemes.The only obligation of the Group
with respect to the retirement benefit schemes is to make the specified contributions.

The total cost charged to the income statement of HK$308,000 (2002: HK$229,000) represents contributions
payable to the schemes by the Group at rates specified in the rules of the schemes. As at 31 December 2003,
contributions of HK$26,000 (2002: HK$22,000) due in respect of the current reporting year had not been paid to
the schemes.
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FOR THE YEAR ENDED 31 DECEMBER 2003

27. PARTICULARS OF SUBSIDIARIES

Particulars of the Company’s subsidiaries, all of which are wholly owned at 31 December 2003 are as follows:

Issued and Attributable
Place of fully paid equity
incorporation share capital/ interest held ,
Name of subsidiary and operation  registered capital by the Company Principal activities

Directly Indirectly

Advance Great Limited Hong Kong HK$10,000 - 100% Trading of computer
components
Ariel International Hong Kong HK$10 - 100% Trading of networking
Technology Co., Limited products
GHEREERES (8 PRC US5$200,000 - 100%  Trading of computer
R DR components and

networking products
and provision of
technical support and
after-sales services

Artel Computer Solutions British Virgin U5$200,000 - 100% Investment holding
Limited Islands
Artel e-Solutions Limited British Virgin Uss110 - 100% Investment holding
Islands
Artel International British Virgin Usss 100% - Investment holding
Holdings Limited Islands
Artel Industries Limited Hong Kong Ordinary - - 100% Trading of computer
HKS$2 components and
Deferred - networking products
HK$8,000,000% and provision of

integrated e-enabling
solutions

49

ANNUAL REPORT 2003
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FORTHE YEAR ENDED 31 DECEMBER 2003

27. PARTICULARS OF SUBSIDIARIES (continued)

Name of subsidiary

Place of
incorporation
and operation

Issued and

fully paid

share capital/
registered capital

Attributable
equity
interest held
by the Company
Directly  Indirectly

Principal activities

Artel International British Virgin Us$1 - 100% Inactive
[nvestments Limited Istands
Artel Macao Commercial Macau MOP1,000,000 - 100% Trading of computer
Offshore Limited components and
networking products
and provision of
integrated e-enabling
solutions
ASEP Solutions Limited Hong Kong HKS2 - 100% Provision of e-enabling
solutions and technical
services
Best Hero Limited Hong Kong HK$10,000 - 100% Trading of computer
components
Cyber King Group British Virgin Usst - 100% Inactive
Limited Islands
Hashan Development Hong Kong HK$100,000 - 100% Assets holding
Company, Limited
* The deferred shares are not held by the Group and practically carry no right to dividend or to receive notice of or to attend or vote

at any annual general meeting of the subsidiary or to participate in any distribution on winding up.

> This subsidiary is a wholly foreign-owned enterprise.

None of the subsidiaries had issued any debt securities at the end of the year.
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FOR THE YEAR ENDED 31 DECEMBER 2003

28.

29,

ULTIMATE HOLDING COMPANY

The Company'’s ultimate holding company is E-Career investments Limited, a limited company incorporated in

the British Virgin Islands.

APPROVAL OF FINANCIAL STATEMENTS

The financial statements set out on page 19 to 51 were approved and authorised for issue by the Board of
Directors on 26 April 2004,
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FINANCIAL SUMMARY

For the year ended 31 December

1999 2000 2001 2002 2003

HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
RESULTS
Turnover 750,432 978,667 1,415,004 2,122,190 2,202,933
Profit before taxation 29,885 95,831 140,287 75,871 52,829
Taxation (4,200) (14,883) (23,007} (9,868) (2,549)
Net profit for the year 25,685 80,948 117,280 66,003 50,280
Earnings per share (HK cents)

Basic 2.0 6.3 8.7 4.1 3.1

At 31 December

1999 2000 2001 2002 2003
HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
ASSETS AND LIABILITIES
Total assets 217,395 431,923 631,233 1,187,668 925,785
Total liabilities (174,632) (308,212) (268,885) (802,517) (499,954)
Shareholders’ funds 42,763 123,711 362,348 385,151 425,831

Note:  The financial data for the two years ended 31 December 2000 and as at 31 December 1999 and 2000 were extracted from the prospectus of
the Company dated 12 October 2001.
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NOTICE OF ANNUAL GENERAL MEETING

NOTICE IS HEREBY GIVEN that an Annual General Meeting of Artel Solutions Group Holdings Limited (the
“Company”) will be held at Room 315, HITEC, 1 Trademart Drive, Kowloon Bay, Hong Kong on Monday, 31 May
2004 at 10:00 a.m. to transact the following ordinary business:

1. to receive and consider the audited consolidated financial statements and reports of the directors (the
“Directors”) and auditors of the Company for the year ended 31 December 2003;

2. to re-elect Mr. Yen Chung Chuan and Mr. Yu Chi Ming, Frederick as Directors and to authorize the board
of Directors to fix the Directors’ remuneration;

3. to re-appoint auditors and to authorize the board of Directors to fix their remuneration;
and, as special business, to consider and, if thought fit, passing the following resolutions as ordinary resolutions:
4, "THAT:

(@)  subject to paragraph (c) below, pursuant to the Rules (the “Listing Rules”) Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”), the exercise by
the Directors during the Relevant Period (as defined below) of all the powers of the Company to
allot, issue and deal with additional shares (the “Shares”) in the capital of the Company or securities
convertible into such Shares or options, warrants or similar rights to subscribe for any Shares or
convertible securities and to make or grant offers, agreements and options, including warrants to
subscribe for Shares, which might require the exercise of such powers be and the same is hereby
generally and unconditionally approved;

(b)  the approval in paragraph (a) above shall authorise the Directors during the Relevant Period to
make or grant offers, agreements and options which would or might require the exercise of such
powers after the end of the Relevant Period;

{c} the aggregate nominal amount of share capital allotted or agreed conditionally or unconditionally
to be allotted (whether pursuant to options or otherwise), issued or dealt with by the Directors
pursuant to the approval in paragraph (a) above, otherwise than pursuant to (i) a Rights Issue; or
(ii) the exercise of any options granted under the share option scheme or similar arrangement of
the Company; or (iii) any scrip dividend or similar arrangements providing for the allotment and
issue of Shares in lieu of the whole or part of a dividend on Shares in accordance with the articles
of association of the Company in force from time to time; or (iv) the exercise of rights of
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subscription or conversion under the terms of any warrants of the Company or any securities
which are convertible into Shares, shall not exceed the aggregate of:

(aa) 20 per cent. of the aggregate nominal amount of the share capital of the Company in issue
on the date of the passing of this resolution; and

(bb) (if the Directors are so authorised by a separate ordinary resolution of the shareholders of
the Company) the nominal amount of any share capital of the Company repurchased by
the Company subsequent to the passing of this resolution (up to a maximum equivalent to
10 per cent. of the aggregate nominal amount of the share capital of the Company in issue
on the date of the passing of this resolution),

and the authority pursuant to paragraph (a) of this resolution shall be limited accordingly; and
for the purposes of this resolution:

“Relevant Period” means the period from the date of the passing of this resolution until whichever
is the earliest of:

() the conclusion of the next annual general meeting of the Company;

(i)  the expiration of the period within which the next annual general meeting of the Company
is required by the articles of association of the Company, Companies Law, Cap.22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands (the “Companies Law”) or any
other applicable law of the Cayman Islands to be held; and

(iii}  the passing of an ordinary resolution by the shareholders of the Company in general meeting
revoking or varying the authority given to the Directors by this resolution;

“Rights Issue” means an offer of Shares, or offer or issue of warrants, options or other securities
giving rights to subscribe for Shares open for a period fixed by the Directors to holders of Shares
on the register on a fixed record date in proportion to their then holdings of Shares (subject to
such exclusion or other arrangements as the Directors may deem necessary or expedient in relation
to fractional entitlements, or having regard to any restrictions or obligations under the laws of, or
the requirements of, or the expense or delay which may be involved in determining the existence
or extent of any restrictions or obligations under the laws of, or the requirements of, any jurisdiction
outside Hong Kong or any recognized regulatory body or any stock exchange outside Hong
Kong).”
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5.

“THAT:

(a)  subject to paragraph (b) below, the exercise by the Directors during the Relevant Period (as
defined below) of all powers of the Company to purchase the Shares on the Stock Exchange or
any other stock exchange on which the Shares may be listed and recognised by the Securities and
Futures Commission and the Stock Exchange for such purpose, and otherwise in accordance with
the rules and regulations of the Securities and Futures Commission, the Stock Exchange, the
Companies Law and all other applicable laws in this regard, be and the same is hereby generally
and unconditionally approved;

(b)  the aggregate nominal amount of Shares which may be purchased by the Company pursuant to
the approval in paragraph (a) during the Relevant Period shall not exceed 10 per cent. of the
aggregate nominal amount of the issued share capital of the Company as at the date of the
passing of this resolution and the authority pursuant to paragraph (a) of this resolution shall be
limited accordingly; and

(¢} for the purposes of this resolution, “Relevant Period” means the period from the date of the
passing of this resolution until whichever is the earliest of:

(i) the conclusion of the next annual general meeting of the Company;

(ii)  the expiration of the period within which the next annual general meeting of the Company
is required by the articles of association of the Company, the Companies Law or any other
applicable law of the Cayman Islands to be held; and

(iii)  the passing of an ordinary resolution by the shareholders of the Company in general meeting
revoking or varying the authority given to the Directors by this resolution.”

"THAT subject to the passing of resolutions numbered 4 and 5, the aggregate nominal amount of the
share capital of the Company which are to be purchased by the Company pursuant to the authority
granted to the Directors mentioned in resolution numbered 5 shall be added to the aggregate nominal
amount of share capital of the Company that may be allotted or agreed conditionally or unconditionally
to be allotted by the Directors pursuant to resolution numbered 4 above, provided that such amount
shall not exceed 10 per cent of the aggregate nominal amount of the share capital of the Company in
issue as at the date of passing of this resolution.”
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and as special business, to consider and, if thought fit, pass the following resclution as special resolution:

7. “THAT the articles of association of the Company be amended as follows :-

(A)
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By inserting the following new definition of “associate” in Article 2 :-

““associate” the meaning attributed to it in the rules of the Designated Stock
Exchange.”

By deleting the existing definition of “clearing house” in Article 2 and substituting therefor the

following new definition:-

““clearing house” a clearing house recognised by the laws of the jurisdiction in which the
shares of the Company are listed or quoted on a stock exchange in such
jurisdiction.”

By deleting the existing definition of “Subsidiary and Holding Company”in Article 2 and replacing
therewith the following new definition:

“Subsidiary and Holding the meanings attributed to them in the rules of the Designated Stock
Company” Exchange.

By inserting in the eleventh line of Article 66 immediately before the word “(before” the words “a
poll is required under the rules of the Designated Stock Exchange or”;

By deleting in the first line of Article 67 the words “Unless a poll is duly demanded and the
demand is not withdrawn,” and substituting therefor the following words “Unless a poll is duly
required or demanded and, in the latter case, not withdrawn,”;

By deleting the existing Article 68 in its entirety and replacing therewith the following new Article
68:-

“68. If a poll is duly required or demanded the result of the poll shall be deemed to be the
resolution of the meeting at which the poll was required or demanded. There shall be no
requirement for the chairman to disclose the voting figures on a poll.”;
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(G)

By re-numbering existing Articie 76 as Article 76(1);

By inserting the following as new Article 76(2):

“(2) Where the Company has knowledge that any Member is, under the rules of the Designated
Stock Exchange, required to abstain from voting on any particular resolution or restricted to
voting only for or only against any particular resolution, any votes cast by or on behalf of such
Member in contravention of such requirement or restriction shall not be counted.”

By deleting the existing Article 88 in its entirety and replacing therewith the following new Article
88:

“88. No person other than a Director retiring at the meeting shall, unless recommended by the
Directors for election, be eligible for election as a Director at any general meeting unless a Notice
signed by a Member (other than the person to be proposed) duly qualified to attend and vote at
the meeting for which such notice is given of his intention to propose such person for election
and also a Notice signed by the person to be proposed of his willingness to be elected shall have
been lodged at the head office or at the Registration Office provided that the minimum length of
the period, during which such Notice(s) are given, shall be at least seven (7) days and that the
period for lodgment of such Notice(s) shall commence no earlier than the day after the despatch
of the notice of the general meeting appointed for such election and end no later than seven (7)
days prior to the date of such general meeting.”

By deleting the existing Article 103 in its entirety and replacing therewith the following new
Article 103:-

“103.(1) A Director shall not vote (nor be counted in the quorum) on any resolution of the
Board approving any contract or arrangement or any other proposal in which he or
any of his associates is materially interested, but this prohibition shall not apply to
any of the following matters namely:

(i) any contract or arrangement for the giving to such Director or his associate(s)
any security or indemnity in respect of money lent by him or any of his
associates or obligations incurred or undertaken by him or any of his associates
at the request of or for the benefit of the Company or any of its subsidiaries;
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(if)

(iii)

(vi)

any contract or arrangement for the giving of any security or indemnity to a
third party in respect of a debt or obligation of the Company or any of its
subsidiaries for which the Director or his associate(s) has himself/themselves
assumed responsibility in whole or in part whether alone or jointly under a
guarantee or indemnity or by the giving of security;

any contract or arrangement concerning an offer of shares or debentures or
other securities of or by the Company or any other company which the
Company may promote or be interested in for subscription or purchase, where
the Director or his associate(s) is/are or is/are to be interested as a participant
in the underwriting or sub-underwriting of the offer;

any contract or arrangement in which the Director or his associate(s) is/are
interested in the same manner as other holders of shares or debentures or
other securities of the Company or any of its subsidiaries by virtue only of his/
their interest in shares or debentures or other securities of the Company;

any contract or arrangement concerning any other company in which the
Director or his associate(s) is/are interested only, whether directly or indirectly,
as an officer or executive or a shareholder or in which the Director and any of
his associate(s) are not in aggregate beneficially interested in five (5) per cent
or more of the issued shares or of the voting rights of any class of shares of
such company (or of any third company through which his interest or that of
any of his associates is derived); or

any proposal concerning the adoption, modification or operation of a share
option scheme, a pension fund or retirement, death or disability benefits
scheme or other arrangement which relates both to directors, his associates
and employees of the Company or of any of its subsidiaries and does not
provide in respect of any Director, or his associate(s), as such any privilege or
advantage not generally accorded to the class of persons to which such scheme
or fund relates.

(2) A company shall be deemed to be a company in which a Director and/or his associate

(s) owns five (5) per cent. or more if and so long as (but only if and so fong as) he

and/or his associates, (either directly or indirectly) are the holders of or beneficially

interested in five (5) per cent. or more of any class of the equity share capital of such
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Hong Kong, 30 Aprit 2004

company or of the voting rights available to members of such company (or of any
third company through which his/their interest or that of any of his associates is
derived). For the purpose of this paragraph there shall be disregarded any shares
held by a Director or his associate(s) as bare or custodian trustee and in which he or
any of them has no beneficial interest, any shares comprised in a trust in which the
interest of the Director or his associate(s) is/are in reversion or remainder if and so
long as some other person is entitled to receive the income thereof, and any shares
comprised in an authorised unit trust scheme in which the Director or his associate
(s) is/are interested only as a unit holder and any shares which carry no voting right
at general meetings and very restrictive dividend and return of capital right.

Where a company in which a Director and/or his associate(s) holds five (5) per cent.
or more is/are materially interested in a transaction, then that Director and/or his
associate(s) shall also be deemed materially interested in such transaction.

[f any question shall arise at any meeting of the Board as to the materiality of the
interest of a Director (other than the chairman of the meeting) or as to the entitlement
of any Director (other than such chairman) to vote and such guestion is not resolved
by his voluntarily agreeing to abstain from voting, such question shall be referred to
the chairman of the meeting and his ruling in relation to such other Director shall be
final and conclusive except in a case where the nature or extent of the interest of the
Director concerned as known to such Director has not been fairly disclosed to the
Board.If any guestion as aforesaid shall arise in respect of the chairman of the meeting
such guestion shall be decided by a resolution of the Board (for which purpose such
chairman shall not vote thereon) and such resolution shall be final and conclusive
except in a case where the nature or extent of the interest of such chairman as
known to such chairman has not been fairly disclosed to the Board.”

By order of the Board of Directors
Artel Solutions Group Holdings Limited
Yu Pen Hung
Chairman

As at the date of this announcement, the directors of the Company comprise three executive directors, namely, Mr. Yu
Pen Hung, Mr. Yu Chi Ming, Frederick and Mr. Yen Chung Chuan, and two independent non-executive directors,
namely, Dr. Liu James Juh and Ms. Hu Gin Ing.
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Notes:—

1. A member entitled to attend and vote at the meeting convened by the above notice is entitled to appoint one or more proxies to
attend and, subject to the provisions of the articles of association of the Company, vote in his stead. A proxy need not be a
member to the Company.

2. In order to be valid, the form of proxy must be duly completed and signed in accordance with the instructions printed thereon
anrd deposited together with a power of attorney or other authority (if any) under which it is signed or a notarially certified copy
of that power or authority, at the offices of the Company’s Hong Kong branch share registrar, Standard Registrars Limited at
Ground Floor, Bank of East Asia Harbour View Centre, 56 Gloucester Road, Wanchai, Hong Kong not later than 48 hours before the
time of the meeting or adjourned meeting. Completion and return of a form of proxy will not preclude a member from attending
in person and voting at the above meeting or any adjournment thereof, should he so wish.

3. Pursuant to the article 66 of the articles of association of the Company, resolutions put to the vote of the meeting shall be decided

on a show of hands unless (before or on the declaration of the result of the show of hands or on the withdrawal of any other
demand for a poll) a poll is demanded:

(a) by the chairman of such meeting; or

(b) by at least three shareholders present in person or in the case of a shareholder being a corporation by its duly authorised
representative or by proxy for the time being entitled to vote at the meeting; or

(c) by a shareholder or shareholders present in person or in the case of a shareholder being a corporation by its duly
authorised representative or by proxy and representing not less than one-tenth of the total voting rights of all the
shareholders having the right to vote at the meeting; or

(d) by a shareholder or shareholders present in person or in the case of a shareholder being a corporation by its duly
authorised representative or by proxy and holding shares in the Company conferring a right to vote at the meeting being
shares on which an aggregate sum has been paid up equal to not less than one-tenth of the total sum paid up on all the
shares conferring that right.
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